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CALIFORNIA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM 
BOARD OF ADMINISTRATION 

 
MINUTES OF MEETING 
SEPTEMBER 21, 2005 

 
A meeting of the Board of Administration was held on Wednesday, September 21, 2005 at 
the Lincoln Plaza North Auditorium, 400 Q Street, Sacramento, California. 
 
The meeting was called to order at 9:10 by Board President Rob Feckner. 
 
At this point in the proceedings, Mr. Feckner announced the resignation of Willie L. Brown, 
Jr. from the CalPERS Board, and the appointment, by the Governor, of Tony Oliveria to fill 
that vacancy. 
 
The Secretary called the roll and the following Board members were present: 
 

Rob Feckner, President 
Robert Carlson, Vice President 
Ron Alvarado 
James Zerio representing Philip Angelides 
Marjorie Berte 
George Diehr 
Priya Sara Mathur 
Michael Navarro 
Tony Oliveira 
Kurato Shimada 
Charles Valdes 
Nick Smith representing Steve Westly 
  
Board members excused: 
Michael Quevedo 
 

AGENDA ITEM 2 – ANNOUNCEMENT OF CLOSED SESSION 
 
Mr. Feckner announced that a closed session of the Board of Administration would be held at 
the close of the open session meeting to receive a report from the Performance and 
Compensation Committee on personnel issues.  
      
AGENDA ITEM 3 – APPROVAL OF THE AUGUST 17, 2005 MEETING MINUTES 
 
ON MOTION by Ms. Mathur , SECONDED and CARRIED, the Board approved the minutes  
of the August 17, 2005 meeting. 
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AGENDA ITEM 4 – CHIEF INVESTMENT OFFICER’S/ASSISTANT EXECUTIVE 
OFFICER’S REPORT 
 
Mark Anson, Chief Investment Officer, presented this report to the Board.  The Federal 
Reserve Bank has again raised interest rates despite the recent warning signs that have 
resulted due to Hurricane Katrina.  To date, $62 billion of federal funds have been dedicated 
to the hurricane relief. The United States still leads globally in economic growth and will 
continue to do so through 2006. 
 
AGENDA ITEM 5 – INVESTMENT COMMITTEE 
 
Mr. Valdes, Chair of the Investment Committee, presented this report to the Board.  The 
Committee met on Monday, September 19 and considered a number of items.  (Additional 
information may be found in the September 19, 2005 agenda materials and/or transcripts of 
the Investment Committee meeting.) 
 
Agenda Item 4 – Investment Office Annual Plan 
 
The Committee accepted the Investment Office 2005-06 Annual Plan.  Specific action items 
that require Investment Committee approval will be presented to the Committee at a future 
date with specific costs identified. 
 
Agenda Item 6 – Real Estate 
 
a. Spring-Fed Special Projects Consultant Pool 

The Committee approved that the following consultants be added to the existing Real 
Estate Spring-Fed Special Projects Pool: 
§ Conrad and Associates, L.L.P. 
§ Le Plastrier Development Consulting 
§ JRT Realty Group, Inc. 
§ KPM Associates 
§ Situs Realty Services 
 

Agenda Item 8 – Global Equity 
 
a. Update on Investments in Companies Doing Business in Sudan 

The Chair Directed that: 
§ This issue is of great import to the CalPERS Investment Committee, and staff 

should continue to diligently and proactively pursue the action plan outlined in the 
agenda item. 

§ CalPERS has taken a leadership role among public pension funds on this issue as 
demonstrated by all of the work done to date and detailed in this agenda item.  
CalPERS has applied more resources to pursue and elevate this issue than any 
other investor in the world. 

§ The Committee authorizes staff to expend the resources necessary to implement 
the plan outlined in the agenda item, including the possible use of a consultant to 
assist in refining the list of pertinent companies for engagement and to support in 
the engagement process. 
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§ In addition, the Board is cognizant that staff have been given additional key 
priorities this year (Green Initiative, Executive Compensation, and Diversity) and 
the Board is willing to rework these priorities to allow staff to pursue this issue. 

§ Staff should continue to work with CalPERS’ federal legislative representative to 
press the appropriate federal entities to identify companies with business or 
financial ties in the Sudan, such that we may fulfill our fiduciary duty. 

§ Staff should report back on a regular basis to the Investment Committee on its 
progress. 

 
b. Environmental Initiatives on Utility Industry Transparency 
 The Committee: 

1. Approved the Greenhouse Gas (GHG) Reporting Project in coordination with 
CalSTRS and the Carbon Disclosure Project with the objective to improve 
transparency in the electric power/utilities industry subject to successful 
negotiations of price and terms. 

2. Approved writing letters to CalPERS utilities portfolio companies to encourage 
cooperation with the GHG Reporting Project and consider other forms of 
disclosure in regard to GHG reporting. 

3. Approved public recognition of companies that cooperate with the GHG 
Reporting Project. 

 
The Chair directed staff to report back regarding the results. 
 

c. Domestic Equity Manager Annual Review 
The Committee approved renewal of contracts for the following CalPERS’ managers for 
a period of one year: 
 
Active Managers     
§ AllianceBernstein 
§ The Boston Company 
§ Franklin Advisors 
§ Geewax, Terker & Company 
§ J.P. Morgan Investment Management 
§ Pzena Investment Management 
 
Enhanced Index Managers 
§ Atlantic Asset Management 
§ Franklin Portfolio Associates 
§ Goldman Sachs Asset Management 
§ Intech 
§ Quantitative Management Associates 
§ Smith Breeden 
§ Western Asset Management Co. 
 

d. International Equity Manager Annual Review 
The Committee approved renewal of contracts for the following CalPERS’ Managers for 
a period of one year: 
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Passive Developed Markets Equity Index Fund Manager 
§ State Street Global Advisors 

Active All-World ex-U.S. Equity Managers 
§ Arrowstreet Capital 
§ Baillie Gifford 
§ Grantham, Mayo, Van Otterloo 
§ Robesco USA 

Active European Equity Managers 
§ AXA Rosenberg 
§ Capital Guardian 

Active Pacific Basin Manager 
§ Normura Asset Management 

 Active Emerging Markets Equity Managers 
§ AllianceBernstein Institutional 
§ Dimensional Fund Advisors 
§ Genesis Asset Managers 

 
e. Spring-Fed Pools for International Equity Management and U.S. Equity Enhanced  

Indexing Management 
 The Committee approved the following spring-fed pool managers, subject to successful 
 negotiation of fees and terms: 
  
 International Equity Enhanced Indexing Services 

§ AQR Capital Management 
§ Quantitative Management Associates 

Active International Equity Management Services 
§ Acadian Asset Management 

U.S. Equity Enhanced Indexing Services 
§ T. Rowe Price Associates 

 
The Committee also approved the use of annual review contracts for the managers to 
be included in the spring-fed pools. 
 

Agenda Item 10 – Chief Investment Officer’s/Assistant Executive Officer’s Report 
 
a. Consolidated Investment Activity Report 

The Committee accepted the Consolidated Investment Activity Report.  The total market 
value of the Fund as of July 31, 2005 was approximately $194.6 billion and the total 
book value was approximately $149.1 billion. 
 

Agenda Item 11 – Proposed 2006 Investment Committee Meeting Dates 
 
The Committee approved the proposed 2006 Investment Committee meeting dates. 
 
The next meeting of the Committee is scheduled for October 16, 2005 in San Diego, 
California. 
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AGENDA ITEM 6 – BENEFITS AND PROGRAM ADMINISTRATION COMMITTEE 
 
Mr. Shimada, Chair of the Benefits and Program Administration Committee, presented this 
report to the Board.  The Committee met on Tuesday, September 20 and considered a 
number of items.  (Additional information may be found in the September 20, 2005 agenda 
materials and/or transcripts of the Benefits and Program Administration Committee meeting.) 
 
Agenda Item 3 – Reimbursement to Employers of Elected Board Members 
 
This item was postponed until further notice. 
 
Agenda Item 4 – Proposed Revisions to the Full Board Hearing Procedures – First 
Reading 
 
Peter Mixon, CalPERS General Counsel, presented this item.  Staff recommends revisions to 
the current full Board hearing procedures to revise the allocation of time for presentation of 
oral argument by parties who share the same position. 
 
Ms. Mathur recommended that the First and Second Reading be combined in the Motion to 
Approve. 
 
The Board approved staff’s recommendation on the Proposed Revisions to the Full Board 
Hearing Procedures – First and Second Reading. 
 
Agenda Item 5 – Chief Actuary Report 
 
There was no report under this item. 
 
Agenda Item 6 – Assistant Executive Officer Report 
 
There was no report under this item. 
 
Agenda Item 7 – Proposed 2006 Benefits and Program Administration Committee 
Meeting Schedule 
 
The Board approved the Benefits and Program Administration Committee meeting schedule 
for 2006. 
 
Agenda Item 8 – Draft Agenda for October 19, 2005 BPAC Meeting 
 
The following item was deleted from the draft October agenda: 

§ Proposed Revisions to the Full Board Hearing Procedures – Second Reading 
 
The next meeting of the Committee is scheduled for October 18, 2005 in San Diego, 
California. 
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AGENDA ITEM 7 – HEALTH BENEFITS COMMITTEE 
 
Mr. Diehr, Chair of the Health Benefits Committee, presented this report to the Board.  The 
Committee met on Tuesday, September 20 and considered a number of items.  (Additional 
information may be found in the September 20, 2005 agenda materials and/or transcripts of 
the Health Benefits Committee meeting.) 
 
Agenda Item 2 – Announcement of Closed Session 
 
The Chair announced that a closed session would be held upon the conclusion of all Health 
Benefits Committee agenda items except Item 8 – Medicare Part D Implementation, and Item 
13 – Public Comments, to discuss 2007 health plan contract negotiations. 
 
Agenda Item 4 – Update on Partnership for Change:  Promoting Value in Hospital Care 
– Purchasers’ Conference 
 
Loren Suter presented an update on the upcoming Partnership for Change:  Promoting Value 
in Hospital Care – Purchasers’ Conference.  The CalPERS-sponsored conference is 
scheduled for September 21st from 1:00 – 5:00 p.m. and will be held at Lincoln Plaza North, 
Room 1140.  The Conference will be followed by a reception in the first floor Courtyard, 
Lincoln Plaza North, from 6:00 – 7:00 p.m. 
 
Agenda Item 5 – 2005/06 Health Plan Quality Report 
 
Sue Kane presented an overview of the CalPERS 2005-06 Health Plan Quality Report which 
is part of the Open Enrollment materials, and is available to members upon request.   
Ms. Kane highlighted results of the CalPERS Health Plan Member Satisfaction Survey and 
trends in CalPERS health plans’ Effective Care Measures. 
 
Agenda Item 6 – Status of Strategic Plan Initiatives 
 
Jan Howard presented an update on the strategic plan initiatives for Health: 

§ Disease Management 
§ High-Intensity Case Management 
§ Member Engagement 
§ Member Incentives 
§ Centers of Expertise 
§ Telemedicine 
 

Representatives from Blue Cross of California provided a presentation on the telemedicine 
pilot program that will be implemented for PERSCare and PERS Choice basic plans 
beginning January 1, 2006. 
 
Agenda Item 7 – Proposed Extension of Self-Funded Plans Medical Administrator 
Contract 
 
The Board approved staff recommendation to extend the current Blue Cross contract for one 
additional year and issue a Request for Proposal in 2006. 
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Agenda Item 8 – Medicare Part D Implementation 
 
Richard Krolak presented this item with staff recommendations regarding the distribution of 
Employer Subsidy to the State and contracting agencies.  Staff was directed to research and 
analyze additional alternatives for review at the October 18th Committee meeting. 
 
Agenda Item 9 – Update on Request for Proposal Pharmacy Benefits Manager for Self-
Funded Plans 
 
Richard Krolak provided an update on the Request for Proposal:  Pharmacy Benefits’ 
Manager for Self-Funded Plans.  As part of the evaluation process, staff is currently 
conducting site visits to the RFP semi-finalists.  The interviews will be held at a special 
session on October 18, 2005 immediately following adjournment of the Health Benefits 
Committee. 
 
Agenda Item 10 – Health Benefits Committee Calendar for 2006 
 
The Board approved the Health Benefits Committee meeting calendar for 2006. 
 
Agenda Item 11 – Assistant Executive Officer Report 
 
Terri Westbrook provided information regarding recent news articles on the lawsuit against 
Caremark.  CalPERS has initiated a comprehensive audit of Caremark to be conducted using 
both internal and external auditors including the Office of Audit Services, and interna l and 
external legal resources.  Results of the audit will be presented to the Health Benefits 
Committee, and at Mr. Carlson’s request, to the Finance Committee. 
 
Agenda Item 12 – Proposed Agenda for October 18, 2005 Health Benefits Committee 
Meeting 
 
The proposed agenda for the October 18, 2005 Committee meeting was accepted with the 
following revisions. 
§ The Committee meeting will start at 9:00 a.m. or upon adjournment of the Benefits and 

Program Administration Committee. 
§ Medicare Part D implementation will be added as an agenda item. 
§ The special session to conduct semi-finalist interviews for the self-funded plans’ 

pharmacy benefits manager will start at 9:30 a.m. or upon adjournment of the Health 
Benefits Committee meeting. 

 
The next meeting of the Committee is scheduled for October 18, 2005 in San Diego, 
California. 
 
AGENDA ITEM 8 – FINANCE COMMITTEE 
 
Mr. Carlson, Chair of the Finance Committee, presented this report to the Board.  The 
Committee met on Friday, September 16 and considered a number of items.  (Additional 
information may be found in the September 16, 2005 agenda materials and/or transcripts of 
the Finance Committee meeting.) 
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Agenda Item 3 – Chief Auditor’s Report 
 
Larry Jensen, Chief, Office of Audit Services, presented a matrix reflecting the status of 
various activities occurring within Audit Services. 
 
Agenda Item 4 – Office of Audit Services – Quarterly and Year-End Status Report 
 
Mr. Jensen presented the quarterly and year-end status report of audit activity and special 
projects for fiscal year 2004-05.  Discussion of the report resulted in a request for information 
to quantify the dollar value of the audit and the level of findings of the public contracting 
agencies, and the status of the current Disaster Recovery Plan.  Both requests will be 
included as information items on the November agenda. 
 
Agenda Item 5 – External Audit Fees 
 
Mr. Jensen reported on the schedule of fees paid to external audit firms for fiscal year 2004-
05. 
 
Agenda Item 6 – Extension of Independent Real Estate Auditor Contract 
 
Mr. Jensen presented information to support a one-year contract extension of the 
independent real estate auditor contract and requested approval to prepare a Request for 
Proposal for a spring-fed pool of qualified audit firms for real estate compliance audits. 
 
The Board approved the one-year contract extension of the independent real estate auditor 
contract from May 2006 to April 2007. 
 
The Board approved the concept for preparing a Request for Proposal for a spring-fed pool 
of qualified audit firms for real estate compliance audits. 
 
Agenda Item 7 – R Street Project Independent Auditor Contract Augmentation 
 
The Board approved augmentation of the R Street Project Independent Auditor Contract and 
an exemption from competitive bidding. 
 
Agenda Item 8 – Compliance Office Report 
 
Sherry Johnstone, Chief Compliance Officer, provided a status update from the Office of 
Enterprise Compliance. 
 
Agenda Item 9 – Fiscal Year 2004-05 Annual Plan – Fourth Quarter Update 
 
The Board approved the fourth quarter update to the 2004-05 Annual Plan. 
 
Agenda Item 10 – CalPERS 2005 Strategic Plan Goals – Second Reading 
 
The Board approved, as a second reading, CalPERS 2005 Strategic Plan Goals with the 
proposed amendments. 
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Agenda Item 11 – Information Technology Services Status Report 
 
Gene Reich, Assistant Executive Officer, Information Technology Services Branch, provided 
an update on the PSR and EMBARC projects, and an independent review of the contract 
process.  Discussion of the report resulted in a request for information on the initial 
assessment findings and recommendations for improvement to be included as an information 
item on the November agenda. 
 
Agenda Item 12 – Year-End Budget and Expenditure Report for Fiscal Year 2004-05 
 
Russell Fong, Chief, Fiscal Services Division, presented the Budget and Expenditure Report 
for fiscal year 2004-05. 
 
The Board approved the transmittal letter and submission of the Budget and Expenditure 
Report for fiscal year 2004-05 to the Joint Legislative Budget Committee, fiscal committees of 
the Legislature, State Controller, and Department of Finance, in accordance with the Budget 
Act of 2004. 
 
Agenda Item 13 – Current Budget Issues 
 
Mr. Fong reported on current budget issues and an outline of the planning process for the 
mid-year and upcoming 2006-07 budget process. 
 
Agenda Item 14 – Assistant Executive Officer Report 
 
Mr. Howard had nothing to report. 
 
Agenda Item 15 – Proposed 2006 Finance Committee Meeting Schedule 
 
The Board approved the Finance Committee meeting calendar for 2006. 
 
Agenda Item 16 – Proposed November 2005 Agenda 
 
The proposed November 2005 meeting agenda was approved as presented. 
 
The next meeting of the Committee is scheduled for November 15, 2005 upon adjournment 
of the Health Benefits Committee, in Sacramento, California. 
 
AGENDA ITEM 9 – PERFORMANCE AND COMPENSATION COMMITTEE 
 
Ms. Mathur, Acting Chair of the Performance and Compensation Committee, presented this 
report to the Board.  The Committee met on Friday, September 16 and considered a number 
of items.  (Additional information may be found in the September 16, 2005 agenda materials 
and/or transcripts of the Performance and Compensation Committee meeting.) 
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Agenda Item 3 – 2005-06 Performance Plan Measures for the Chief Executive Officer 
and Chief Actuary (Second Reading) 
 
The Board approved the second reading of the 2005-06 Performance Plan Measures for the 
Chief Actuary. 
 
The Committee deferred the second reading of the Chief Executive Officer’s Performance 
Plan Measures until the December meeting in order to obtain additional information about 
weighting of the measures and the definition and description of Special Projects in his 2005-
06 performance plan. 
 
Agenda Item 4 – Proposed 2006 Committee Meeting Calendar 
 
The Board approved the proposed 2006 Performance and Compensation Committee 
Meeting Calendar. 
 
Agenda Item 5 – Human Resources Division Report 
 
Staff presented a report on CalPERS Succession Planning and Workforce Management 
activities.  In addition, staff reviewed the proposed schedule for release of the RFP and the 
evaluation process for the selection of an Executive Compensation Consultant. 
 
Agenda Item 6 – Proposed December 2005 Agenda 
 
The draft agenda for the December 2005 Committee meeting was reviewed and accepted 
with the addition of two items discussed during the meeting. 
 
The next meeting of the Committee is scheduled for December 9, 2005 in Sacramento, 
California. 
 
AGENDA ITEM 10 – AD HOC BOARD GOVERNANCE COMMITTEE 
 
Mr. Feckner, Chair of the Ad Hoc Board Governance Committee presented this report to the 
Board.  The Committee met on Monday, September 19 and Tuesday, September 20, 2005 
and considered a number of items.   
 
Board/Staff Relations and Communication Protocols 
 
Peter Mixon, General Counsel, presented this item which describes the general roles and 
responsibilities of the Board, the Board President, the Committee Chairs and the Chief 
Executive Officer and staff.  The Committee had a discussion on issues relating to Board and 
staff communications. 
 
Staff was directed to memorialize the Committee’s comments in the form of changes to 
existing policies and present to the Committee for review and further discussion at the next 
meeting. 
 
The next meeting of the Committee is scheduled for October 17, 2005 immediately following 
the Investment Committee meeting in San Diego, California. 
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AGENDA ITEM 11 – BOARD MEETING CALENDAR 
 
Mr. Buenrostro presented this item and noted the following addition to the Board’s calendar: 
§ October 17: Ad Hoc Board Governance Committee 
    (Immediately following the Investment Committee Meeting) 

  
AGENDA ITEM 12 – CHIEF EXECUTIVE OFFICER’S REPORT 
 
Mr. Buenrostro thanked the Board for approving the Strategic Plan, including revisions. 
 
AGENDA ITEM 13 – BOARD’S STATE LEGISLATIVE PROGRAM/BOARD’S POSITION  
       ON STATE LEGISLATION 
 
Lisa Hammond, Chief, Office of Governmental Affairs, provided an update  of the legislation 
slated to go to the Governor for signature. 
 
Mr. Walton provided a summary to the Board on the amended version of ACA 23 (Richman)  
which would propose a constitutional amendment to create the public employees’ defined 
contribution and hybrid plans.   Mr. Walton stated that a short summary of the provisions of 
the current bill will be prepared and sent to the Board under separate cover. 
 
AGENDA ITEM 14 – BOARD’S FEDERAL LEGISLATIVE PROGRAM/BOARD’S  
        POSITION ON FEDERAL LEGISLATION 
 
Tom Lussier, CalPERS Federal Liaison, reported on the possible movement on pension 
legislation in a bill that’s coming out of the Senate Health, Education, Labor and Pension 
Committee and a proposal for retirement security.  Mr. Lussier also discussed the pending 
regulations from the Internal Revenue Service with regard to 415 limits. 
 
AGENDA ITEM 15 – PROPOSED DECISIONS OF ADMINISTRATIVE LAW JUDGES 
 
ON MOTION by Mr. Diehr, SECONDED and CARRIED, 15B, the matter of Debra Briddle, 
was withdrawn for further discussion. 
 
ON MOTION by Ms. Mathur , SECONDED and CARRIED, the Board adopted staff’s 
recommendations on items 15A, 15C and 15D. 
 
ON MOTION by Ms. Berte, SECONDED and CARRIED, the Board deferred determination 
on item 15B, the matter of Debra Briddle, until its October meeting.  
 
AGENDA ITEM 16 – GENERAL COUNSEL’S REPORT 
 
The Board accepted the Monthly New Case Reports and Assignment Matrix as presented by 
Peter Mixon, CalPERS’ General Counsel. 
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AGENDA ITEM 17 – BOARD TRAVEL APPROVALS 
 
Item A-1 was deleted from the travel requests. 
 
ON MOTION by Mr. Shimada, SECONDED and CARRIED, the Board approved the Out-of-
State travel requests contained in agenda item A (excluding A-1).  Mr. Zerio representing the 
State Treasurer’s Office, voted NO. 
 
AGENDA ITEM 18 – DRAFT AGENDA FOR OCTOBER 19, 2005 MEETING 
 
The Board accepted the draft agenda for the October 19, 2005 meeting as presented. 
 
At this point in the proceedings, the Board recessed its open session for the purpose of 
conducting a closed session meeting to receive a report from the Performance and 
Compensation Committee on personnel issues. 
 
The open session of the Board of Administration reconvened at 10:20 a.m.  Ms. Mathur 
announced that a meeting of the Performance and Compensation Committee will take place at 
10:00 a.m. on October 14, 2005 to discuss, in closed session, the Chief Executive Officer’s 
2004-05 performance as well as the second reading of the 2005-06 Performance Plan 
Measures. 
 
There being nothing further to come before the Board of Administration, the meeting 
adjourned at 10:21 a.m. 
 
       ____________________________ 
       FRED BUENROSTRO 
       Chief Executive Officer 
 
 
 
 


